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Lessons from Resource Dependence Theory 


for Contemporary Public and Nonprofit Management 


The fiscal landscape continues to challenge public and 
nonprofit managers. Against this backdrop, public and 
nonprofit managers look for new strategies to address the 
challenges associated with limited resources. Resource 
dependence theory provides valuable guidance for 
managers who want to understand the considerations 
and consequences relevant to different types of interor- 
ganizational partnering. In this article, the theory’ core 
ideas are described, along with three common strategies or 
tactics that organizations use to obtain critical resources 
from the environment: merging, forming alliances, and 
co-opting. For each strategy, the authors derive a set of 
practical lessons for busy public and nonprofit managers. 


he fiscal landscape continues to challenge 

public and nonprofit managers. The National 

Governors Association (NGA and NASBO 
2012) reports drastic reductions in state and local 
government revenues and collections. To balance their 
own budgets, states continue to reduce aid to local 
governments. Local governments, which traditionally 
have relied heavily on property taxes to fund services, 
have been hit hard by the housing crisis. The U.S. 
Government Accountability Office (GAO 2011) pre- 
dicts that the decline in fiscal resources for state and 
local governments will persist for the next 50 years. 
Meanwhile, a recent Urban Institute survey finds that 
40 percent of nonprofits face a budget deficit (Boris 
et al. 2010). In short, public and nonprofit managers 
face a new fiscal reality. 


Against this backdrop, public and nonprofit manag- 
ers look for new strategies to address the challenges 
associated with limited resources. Many managerial 
strategies involve some form of interorganizational 
partnering. State and local governments increasingly 
view nonprofits as essential service delivery partners 
(Van Slyke 2003), while local governments find ways 
to contract with each other (Marvel and Marvel 
2008). For their part, many struggling nonprofits now 
consider merging to reduce competition for funding, 
a strategy that was not popular in the past (La Piana 
2010). Yet the short-term and long-term consequences 
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of these strategies are not always clear. New patterns of 
interlocal cooperation continue to emerge, each linked 
to increasingly complex vertical and horizontal net- 
works (Agranoff 2012; Agranoff and McGuire 2003; 
Carr, LeRoux, and Shrestha 2009). Governmental 
solutions involve a mix of public, private, and non- 
profit providers, all embedded in an already compli- 
cated federalist system that connects federal, state, and 
local governments. 


We believe that resource dependence theory (RD), 
which has its roots in Emerson’s classic “Power- 
Dependence Relations” (1962) and Pfeffer and 
Salancik’s The External Control of Organizations 
(1978), provides valuable guidance for managers who 
want to understand the considerations and conse- 
quences relevant to different types of interorganiza- 
tional partnering. RD rests on a few straightforward 
principles. First, an organization needs resources to 
survive and to pursue its goals. Second, an organiza- 
tion can obtain resources from its environment or, 
more simply, from other organizations. Third, power 
and its inverse, dependence, play key roles in under- 
standing interorganizational relationships. This last 
principle implies that the balance of power usually 
favors the organization that possesses what other 
organizations need. Thus, RD provides managers 
with a perspective for comparing different strategies, 
emphasizing the short-term coordination costs as well 
as the long-term prospects of organizational survival 
and growth. 


Paradoxically, RD’s key principles are near axiomatic 
but, at the same time, lacking. On the one hand, 

we can hardly argue with the idea that organizations 
can secure critical resources by looking outside their 
boundaries. The application of many RD strategies is 
also quite evident. For example, managers routinely 
purchase supplies by way of contracts with other 
organizations. And most public and nonprofit manag- 
ers can cite examples of mergers, alliances, and even 
co-optation—evidence that specific RD prescriptions 
are routinely invoked. At the same time, researchers 


have struggled with measuring some of the theory’s key constructs, 
including the power-dependence outcome that evolves from dif- 
ferent types of interorganizational relationships. As organizational 
forms continue to evolve, it is increasingly difficult to distinguish 
partnerships from joint ventures, for example, as well as to parse 

the consequences uniquely associated with each type of relation- 
ship. RD’s near-axiomatic status has also inspired little in the way 
of empirical analysis relative to other theories. It is not always 

easy to rule out alternative theoretical explanations for either the 
organizational forms or the managerial strategies that we observe. 
Consequently, researchers often invoke RD normatively or reference 
it broadly rather than carefully articulate its key principles to predict 
empirical outcomes. These shortcomings aside, we contend that 

RD principles have particular relevance in the 


environment: concentration, munificence, and interconnectedness. 
Concentration refers to the degree to which authority and power 
are dispersed within the environment. Munificence refers to the 
scarcity of critical resources. Interconnectedness refers to the degree 
to which organizations are linked in an overall system. These three 
characteristics operate together to determine the dependence of one 
organization on another.” 


RD’s emphasis on the importance of the environment is not unique. 

Population ecology (Hannan and Freeman 1989), institutional 

theory (Meyer and Rowan 1977), and transaction cost econom- 

ics (Williamson 1975, 1985) are examples of other theoretical 

perspectives with important environmental dimensions. However, 
there are key differences among the perspec- 


current fiscal environment. Importantly, RD 
reminds managers that there are many options 
for partnering. The ties that bind organizations 
have important consequences for the balance 
of power and, ultimately, for organizational 
survival. At a minimum, managers who ignore 
the power relationships that result from the 


The ties that bind organizations 
have important consequences 
for the balance of power and, 
ultimately, for organizational 

survival. 


tives. Population ecologists contend that the 
environment shapes the organization directly 
(environmental determinism), whereas RD 
highlights intentional managerial strategy 
and action in response to the environment 
(Herman and Heimovics 1991; Pfeffer and 
Salancik 2003, xiv). In transaction cost 


relationships they form do so at their peril. 


In this article, we attempt to explain the core ideas of resource 
dependence theory in a way that is both accessible and useful to 
busy researchers and practitioners alike. We describe three common 
strategies or tactics pursued by organizations—merging, forming 
alliances, and co-opting'—and provide relevant examples of each 
from the public and nonprofit sectors. For each strategy, we attempt 
to answer the following questions: What do we know from the 
empirical literature? What are the potential benefits of pursuing 
the strategy? What are the possible downsides? And what are the 
managerial lessons derived from each strategy? Before reviewing the 
pertinent details of each strategy, we provide a review of the impor- 
tant concepts and propositions that constitute RD and attempt to 
distinguish it from other prominent and competing theories. 


Resource Dependence Theory 

According to RD theory, the main reason that organizations come 
together is to secure the resources critical to their survival and 
growth (Pfeffer and Leong 1977; Pfeffer and Salancik 1978). To 

put it succinctly, organizations require resources from their environ- 
ment, which, when successfully obtained, produce power, influence, 
and long-term stability. Organizations possessing necessary resources 
are in a power position, whereas the organizations depending on 
others for resources are vulnerable to control. Thus, according the 
theory, power and resource dependence are inversely related: organi- 
zation A’s power over organization B is equal to organization B’s 
dependence on organization A’s resources. Emerson (1962) formu- 


lated this idea, and Pfeffer and Salancik (1978) developed it further. 


Role of the Environment 

The concepts of organizational boundaries and organizational 
environment are important in RD research. Activities and behaviors 
under an organizations control are considered within its bounda- 
ries. Activities outside an organization’s control are considered part 
of the environment. Conceived this way, the environment is likely 
to consist of many other organizations—in essence, a system of 
interdependencies. The theory focuses on three characteristics of the 


economics (TCE), the environment is closely 
linked to uncertainty; demand uncertainty, behavioral uncertainty, 
technological uncertainty, and supplier uncertainty all increase the 
costs of exchange (Williamson 1985). Transaction cost economics 
views uncertainty as a transactional attribute guiding governance 
decisions, whereas RD views uncertainty as an outcome of the 
power—dependence dynamic. 


Role of the Manager 

Under RD, managers are presumed to have discretion. RD man- 
agers are motivated to reduce resource uncertainty, which is 
accomplished primarily by managing dependencies. In contrast, 
population ecology (Hannan and Freeman 1977, 1989) and other 
early institutional perspectives (e.g., DiMaggio and Powell 1983) 
portray managers and managerial action as “shaped” by outside 
forces. Likewise, the transaction cost economics manager and all of 
his or her trading partners are constrained by uncertainty; they are 
bounded cognitively as well as in their ability to predict the future. 


Although not emphasized in original RD writings, the theory does 
not preclude the idea that context can affect managerial action. The 
ownership and authority of an organization are context condi- 

tions “that affect the abilities of the parties to obtain certain inputs, 
including financial resources and talent” (Mascarenhas 1989, 583). 
Applied to public and nonprofit actors, governments have author- 
ity to raise revenue through taxes and bonds, while nonprofits are 
authorized to raise revenue through donations and commercial 
activity. Many nonprofits also rely heavily on government funding. 
Governments face a number of impediments in designing com- 
pensation schemes, making it more difficult to attract top talent. 

In addition, we expect different types of organizations to respond 
differently to environmental pressures, in part because of context 
conditions. For example, research shows that public organizations 
are less sensitive to market conditions and more sensitive to external 
political interests than their counterparts (Meyer and Rowan 1977).’ 


In a world according to RD, managerial strategy starts with 
understanding the nature of the organization’s dependence on the 
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environment. Thus, a manager applying RD 
principles to strategic choices will ask the fol- 
lowing types of questions: 


In a world according to 
resource dependence, manage- 


with the exchange and the varied attributes 
associated with organizing under different 
forms). 


rial strategy starts with under- 


1. What resources does my organization 
need? How critical are these resources? 
Are they essential to the organizational 
mission? 


standing the nature of the 
organization’s dependence on 
the environment. 


From an RD perspective, managerial strate- 
gies can be conceived on a continuum, based 
on the level of coordination required and 
the degree of autonomy to be achieved or 


2. To what extent can my organization 
produce what it needs to fulfill its mis- 
sion without compromising effectiveness? Likewise, to what 
extent is reliance on other organizations necessary to achieve 
our goals? 

3. How many individuals or organizations are in a position to 
provide the resources that my organization needs? Similarly, 
how scarce are the resources overall? (Some services are, by 
their nature, complex even if many organizations are poten- 
tial suppliers.) 

4. How might the linkages among other organizations affect 
my organization's access to critical resources? 


A comparison of RD with other perspectives is often a matter of 
identifying different emphases rather than sharp demarcations. This 
is especially true in comparing RD with institutional perspectives. 
For example, institutional theory downplays (but does not deny) 
active agency and organizational self-interest. Institutional theory 
stresses the role of rules and norms in enabling or constraining 
organizations (Meyer and Rowan 1977). To an institutional theo- 
rist, an organization is more of a passive entity. At the same time, 
RD does not entirely dismiss the effect of context on managerial 
action. 


Acknowledging the blurred theoretical boundaries while wanting to 
advance RD research, Oliver suggests that we move beyond “carica- 
tures of organizations as passive recipients or political manipulators 
of institutions” and focus on different strategic responses to different 
institutional pressures (1991, 174). In addition, Oliver (1991) 
highlights the many convergent aspects of RD and institutional 
theory (see also Ingram and Simons 1995). In table 1, we aim to 
facilitate comparisons among the different theoretical perspectives. 
We summarize the basic tenets of RD as originally formulated and 
compare it to transaction cost economics, population ecology, and 
institutional perspectives. 


Specific RD Strategies 

According to the RD perspective, different strategies for obtaining 
resources (joining an association, forming alliances, contracting, 
co-opting, merging, etc.) imply different levels of coordination and 
varying degrees of dependence. Some strategies bind the organiza- 
tions together in more permanent ways than others. Given that 
dependence creates uncertainty and vulnerability, managers must 
decide what level of dependence is tolerable. The manager’s goal 

is to fully consider how the contemplated strategy might alter the 
power—dependence dynamic in the relationship. The RD manager’s 
choice of action will likely maximize autonomy (by minimiz- 

ing dependence on others) and leverage influence (by controlling 
resources that others need). In contrast, the optimal strategy from 
the perspective of transaction cost economics is the one that is com- 
paratively most efficient (considering all transaction costs associated 
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preserved. On one end of the continuum, 
joining an association in order to con- 

nect with valuable external organizations does not require much 
coordination, nor is it likely to result in reduced organizational 
autonomy. For these reasons, we will not focus on associations here. 
At the other extreme, merging with another organization is likely 
to demand high levels of coordination. Mergers also imply losses 

of control and/or autonomy. Intermediate strategies, such as alli- 
ances and co-optation, are thought to require more moderate levels 
of coordination and have less effect on autonomy. Although this 
conceptualization is helpful for explaining RD, it is also oversimpli- 
fied. The level of coordination required by any one form of interor- 
ganizational cooperation can vary widely, depending on many other 
factors, including the level of trust among the parties and the main 
objectives associated with the arrangement. For example, the terms 
of separate outsourcing agreements between a government agency 
and a single nonprofit organization may vary markedly. The same 
holds true for organizational autonomy. One organization may lose 
its autonomy entirely when merging with another organization, 
while another may be able to preserve elements of its identity and 
autonomy. Likewise, the public administration literature emphasizes 
the loss of control and authority that governments may experience 
when outsourcing some services. 


In the sections that follow, we describe three prominent RD strate- 
gies: merging, forming an alliance, and co-opting. For each strategy, 
we aim to provide a succinct but thorough review of the empirical 
literature as well as examples applicable to the public and nonprofit 
sectors. At the end of each section, we highlight relevant considera- 
tions for managers. There are some limitations to our approach. 
First, we direct our discussion to a wide audience and thus assume 
relevance across sectors. Similarly, the original RD literature is 
written in the generic tradition, and no distinction is made among 
the for-profit, public, and nonprofit sectors. One could rightfully 
underscore important distinctions in dependence relationships in 
each sector, thus limiting the theory’s generalizability. To be sure, 
there are also differences with respect to the political environ- 
ment, the nature of uncertainty, and the competition for resources, 
especially in comparing the public sector with nonprofits or to 
businesses. Moreover, terms such as “mergers” and “alliances” are 
often defined differently across literatures, if not across studies. We 
also take a broad approach in labeling each strategy. In the litera- 
ture, mergers are sometimes, though not always, distinguished from 
acquisitions. Likewise, alliances are sometimes parsed into joint 
ventures, franchises and contracts, and other forms. We have chosen 
not to focus on these distinctions, as our goal is not to come to any 
conclusions about the value of particular studies but rather to sug- 
gest an alternative way of thinking about why and when the various 
types of interorganizational partnering may make sense. In essence, 
we aim to draw broad lessons from the RD literature that may be 
useful to all managers. 


Table 1 Comparing Theoretical Perspectives 


Basic Premises/Main Tenets 


Role of 
Environment 


Role of Manager 


Descriptive and Explanatory 
Targets 


Main Dependent 
Variables 


Main Independent 
Variables 


Resource 
Depend- 
ence 


Population 
Ecology 


Institutional 
Perspec- 
tives* 


Transaction 
Cost Eco- 
nomics 


Organizational actors 
pursue relationships with 
other organizations to 
satisfy resource needs; 
Resources are the basis 
for power and depend- 
ence; organizations take 
action to manage exter- 
nal interdependencies 
(either to minimize their 
own dependence on oth- 
ers or to maximize others’ 
dependence on them) 

PE offers an evolutionary 
view of organizations; or- 
ganizations descend from 
previous forms. The vari- 
ations in organizational 
structure and the preva- 
lence of organizational 
forms in the population 
arise through selection 
rather than adaptation; 
organizations incompat- 
ible with environment are 
eventually replaced. 

In order to survive organiza- 
tions must conform to 
rules and norms that 
prevail in the environ- 
ment. The institutional 
environment profoundly 
influences the formal 
structure of the organiza- 
tion; organizations resolve 
uncertainty by imitating 
what appears to be prev- 
alent and appropriate. 


Different governance 
mechanisms have differ- 
ent attributes. Exchanges 
have associated costs. 
The choice of governance 
mechanism turns on 
efficiency—the compara- 
tive attributes and trans- 
action costs of managing 
under one form versus 
another. 


Activities and be- 
haviors outside 
an organization's 
control are con- 
sidered part of 
the environment. 
The environment 
is presumed to 
hold valuable 
resources that 
the organization 
needs to survive. 


Dynamic changes 
in the envi- 
ronment can 
explain the life 
cycle (birth and 
mortality) of 
organizations; 
environmental 
determinism. 


The emphasis is 
on the social 
and cultural en- 
vironments and 
their effect on 
behavioral pre- 
dispositions and 
organizational 
outcomes. 


Uncertainty in the 
environment 
eads to incom- 
plete contract- 

ing, which is 

o say there 

are inevitable 
shortcomings in 
all governance 
orms. 


RD presumes some level of 
managerial discretion. A 
manager who can reduce 
uncertainty, help the or- 
ganzation obtain critical 
resources, and manage 
important environmental 
dependencies has more 
power as a result of 
ensuring organizational 
survival and success. 


Adaptation by managers is 
deemphasized; manage- 
rial strategy can rarely 
explain organizational 
change; powerful inter- 
nal and external forces 
inhibit organizational 
change and make it dif- 
ficult to achieve. 


Early versions of the theory 
tend to downplay the 
role of strategic choice; 
rules and norms motivate 
decisions. More recent 
accounts incorporate the 
idea of changing norms 
through managerial 
strategy interests are 
institutionally defined 
and shaped. Actions 
are chosen by recogniz- 
ing a situation as being 
familiar and matching to 
a set of rules. 

The manager intends to 
choose most efficient 
form but the manager is 
limited cognitively and 
by uncertainty associated 
with the dynamics of the 
environment. 


RD is applicable to discuss- 


ing relationships between 
organizations and relation- 
ships among units within 
organizations. Main tenets 
can be used to explain 
various organizational strat- 
egies including mergers, 
leadership choices, affilia- 
tions, and alliances. 


Why are there so many differ- 


ent organizational forms? 
What are the sources of 
changes in the diversity of 
organizational forms? PE is 
also used to explain vital- 
rate interaction between 
populations and to examine 
“communities of popula- 
tions” that share similar 
environments. 


How do structure and institu- 


tions affect organizational 
decisions, inter-organiza- 
tional relationships, intra- 
organizational relationships, 
implementation, and or- 
ganizational performance? 
What institutions can be 
altered to guide organiza- 
tional outcomes? 


Why is one organizational 


form comparatively better 
than others? What are the 
transaction costs associated 
with each form? Should 
organizations produce 
internally or rely on external 
organizations (make vs. 
buy)? How should exchange 
relationships be structured? 


The power of one 
organization or 
unit within an 
organization 
over another; 
the depend- 
ence of one 
organization 
or unit over 
another; choice 
of structure 


Number of 
foundings 
or deaths of 
organizations; 
prevalence of 
different types 
of organizations 
in the popula- 
tion 


Institutional emer- 
gence, con- 
formity, conflict, 
change, iso- 
morphism (early 
versions) 


Governance 
structure- 
organizational 
form; contract 
design 


Criticality of 
the resource, 
alternatives for 
the resource; 
discretion 


Measures of the 
task environ- 
ment that 
directly affect 
the organization 
both in time and 
proximate loca- 
tion; institutional 
measures (e.g. 
regulatory, politi- 
cal pressure) 


Processes which 
establish sche- 
mas, guidelines 
for behavior 
(e.g. rules, 
norms, and 
routines) 


Asset specificity, 
cost associated 
with exchange 
(e.g. contract 
specification, 
monitoring, 
enforcement), 
risk of opportun- 
ism, uncertainty, 
frequency 


*Institutional theory is very pluralistic and includes branches in economics, sociology, and political science. Information in this table extracts generally from the set of 


theories. 


Merging 

Mergers and acquisitions are considered among the most constrain- 
ing methods of managing interdependence. Compared to other 
strategies, mergers and acquisitions involve greater levels of coor- 
dination and often entail losses of autonomy. The classic works on 
resource dependence describe three general types of mergers and 
acquisitions: vertical integration, horizontal expansion, and diversi- 
fication (Pfeffer 1972; Pfeffer and Salancik 1978, 2003). There is a 
different rationale for each merger type, depending on the nature of 
the resource uncertainty and the interdependence relationship to be 
managed. Vertical integration occurs between buyers and sellers. An 


organization pursues vertical integration “as a method of extending 


organizational control over exchanges vital to its operation” (Pfeffer 
and Salancik 1978, 114). Horizontal expansion occurs between 
competitors, for example, organizations that rely on the same mar- 
ket base of customers or the same funding source. Thus, “horizontal 
expansion represents a method . . . to increase the organization’s 
power in [an] exchange relationship and to reduce uncertainty 
generated from competition” (Pfeffer and Salancik 1978, 114). 
Diversification is considered an acquisition strategy. Diversification 
occurs when one organization acquires another with the intention 
of taking on different activities or services. Diversification may be 
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an attractive strategy to an organization that anticipates a dimin- 
ishing demand for a service that represents a substantial portion 
of its revenue base. The acquisition of another organization with a 
more diversified portfolio lessens the risks associated with relying 
too heavily on one service. Diversification represents a method for 
“avoiding the potential [negative] effects of dependence” (Pfeffer 
and Salancik 1978, 127). 


Evidence of Mergers in the Public and Nonprofit Sectors 
Merger-like strategies are not reserved for the business sector. Although 
we do not often use the term “merger” when describing government 
organizational reforms, most federal and state-level reforms, as well as 
city—county consolidations, have the hallmarks of mergers described 

in the RD literature.‘ The relevance of RD to universities is also not a 
stretch; we frequently observe mergers as a strategy in the context of 
university systems. For example, mergers between schools that serve 
similar student populations are often explored as a means to reduce 
competition. A merger between departments within a school is often 
seen as a way to combine resources, expand course offerings, and better 
respond to shifts in employment trends. Such cases fit the RD descrip- 
tion of a merger and the rationale for diversification. 


The nonprofit literature explicitly refers to mergers as an organiza- 
tional strategy. For example, the Bridgespan Group, a consulting 
firm specializing in nonprofits, reports that “the troubled economy 
has put merging with or acquiring another organization front and 
center on the radar for senior managers of many struggling non- 


capabilities, rather than a single, dominant goal (see also Chatterjee 


1986). 


Empirical research examining public sector mergers and reorganiza- 
tions from an RD perspective is rare. This is somewhat surprising, as 
the classical work on RD does not exclude “political organizations.” In 
fact, Pfeffer and Salancik dedicate an entire chapter to explaining how 
law and sanction can be used as strategies to control interdependence 
(2003, chapter 8). Nevertheless, the literature on government reor- 
ganization commonly invokes RD principles. For example, Seidman’s 
classic text Politics, Position, and Power (1998) describes how several 
government reorganizations during the Richard Nixon, Jimmy Carter, 
and Ronald Reagan administrations altered the balance of executive 
power. The literature focusing on public sector reorganizations gener- 
ally supports the proposition that consolidations can be motivated 

by environmental factors such as resource scarcity. Yet there is also 
evidence that other factors motivate government reorganizations. 

‘The creation of the U.S. Department of Homeland Security, with its 
absorption of many extant agencies and functions, was intended to 
concentrate decision authority and bring various antiterrorism related 
functions together under a single umbrella. In short, the reorganiza- 
tion was supposed to enhance mission effectiveness (see Homeland 
Security Act of 2002, PL. 107-296). 


Merger-like activity is not uncommon at the state and local levels. 
Diminishing resources at the state level creates a window for agency 
restructuring (Chackerian 1996; Garnett and Levine 1990), whereas 


profits (Cortez, Foster, and Milway 2009, 

1). Cortez, Foster, and Milway (2009) find 
that more than 3,300 organizations reported 
engaging in at least one merger activity 
between 1996 and 2006. They conclude that 
the sector merger rate is 1.5 percent (number 
of deals divided by total organizations for 11 
years). By comparison, the for-profit merger 
rate is about 1.7 percent. 


As local governments look for 
ways to meet the service and 
infrastructure demands associ- 
ated with central cities, the 
redistribution of resources from 
suburbs to cities is often an 
attractive option. 


fiscal pressure caused by cutbacks in federal 
and state assistance is the primary driver 

of city—county consolidations (Leland and 
Thurmaier 2005). As local governments look 
for ways to meet the service and infrastructure 
demands associated with central cities, the 
redistribution of resources from suburbs to 
cities is often an attractive option. In short, 
government officials are pressured to do more 
with less, and raising property taxes is not a 


Research on Mergers 

Resource dependence is one of the dominant theories for explaining 
why mergers occur (Yin and Shanley 2008). RD posits that organi- 
zations will engage in mergers and acquisitions for one of three 
reasons: (1) to manage interdependence and reduce uncertainty 
related to sources of inputs or outputs; (2) to reduce competition by 
absorbing competitors; or (3) to diversify operations, thus lessen- 
ing dependence on organizations with which it exchanges (Pfeffer 
1972). Empirical research explaining mergers between buyers and 
sellers (vertical integration) is largely consistent with the RD logic: 
for-profit firms tend to acquire transacting partners (Galbraith and 
Stiles 1984; Pfeffer 1972; Pfeffer and Salancik 1978), and they tend 
to use this strategy more often when exchanges are problematic 
(Pfeffer and Salancik 2003, 116). Likewise, in a study of interviews 
with merger and acquisition partners, Walter and Barney (1990) 
find that managing critical resource dependence is a common 
managerial objective when there is a buyer-seller relationship. With 
respect to horizontal mergers, Pfeffer (1972) finds that mergers are 
employed as a strategy to reduce competition. However, Walter 

and Barney (1990) find that horizontal mergers are more often 
associated with multiple objectives, such as achieving economies 

of scale and scope, securing resources, and finding uses for existing 


18 Public Administration Review ¢ January |February 2014 


viable alternative. 


Studies on nonprofit restructuring stress that merger activity is gen- 
erally motivated by the desire to reduce competition for scarce fund- 
ing, introduce economies of scale, and/or improve effectiveness (La 
Piana 2010). From this literature, we find that external factors can 
increase the likelihood of mergers. Specifically, the probability of a 
merger increases when there are many proximate small organizations 
with like missions, increasing competition for resources, increasing 
pressure from funders, and changes in the funding environment 
(Golensky and DeRuiter 1999; Kohm and La Piana 2003; Kohm, 
La Piana, and Gowdy 2000; O’Brien and Collier 1991; Schmid 
1995). However, Golensky and DeRuiter (2002) find that leaders 
pursue power through mergers, suggesting that mergers may some- 
times be internally driven rather than motivated by external factors. 


Lessons for Practitioners 

Research on merger outcomes, while not plentiful, suggests that 
efficiency and effectiveness gains are usually more elusive than per- 
ceived. This is just as true for public sector consolidations and reor- 
ganizations as it is for mergers between nonprofits (Conant 1992; 
Cortez, Foster, and Milway 2009; La Piana 2010; Meier 1980). 


Still, it is possible to distill the theoretical and empirical literatures 
on RD into several key ideas and lessons. The following suggestions 
are applicable for organizational leaders and managers considering 
merging as a strategy. 


e Merging may be an attractive strategy for stabilizing; achieving 
economies of scale or scope; increasing effectiveness by con- 
solidating or streamlining decision-making authority; reducing 
competition for funding; expanding into a new market (when 
an organizations dominant service is expected to change); 
finding use for existing capabilities; and combining different 
organizational strengths to improve services and programs, 
among other reasons (Golensky and DeRuiter 1999; Katz and 
Kahn 1966; Walter and Barney 1990). 

e Because mergers require high levels of coordination and result 
in losses of autonomy, organizational leaders should consider 
less constraining strategies such as formal or informal partner- 
ships or written agreements with other organizations that hold 
key to critical resources before considering mergers (Pfeffer and 
Salancik 1978). 

e The downsides of a merger strategy include the loss of organi- 
zational identity, shifts away from the core mission, decreases 
in employee morale, drains on personnel and case resources, 
and program disruptions (Cortez, Foster, and Milway 2009; La 
Piana 2010; Meier 1980; Schmid 1995). 


Key questions to ask when considering mergers include the 
following: 


e Willa merger enhance reputation? 

e Will a merger improve the organization’s ability to deliver qual- 
ity programs or services? 

e Are the missions of the organizations compatible? 

e Willa merger improve the organizations’ ability to receive 
funding? (Consider such factors as political allocation of fund- 
ing, number and different sources of funding before and after 
merger.) 

e What is the expected impact on employment and expendi- 
tures? 


Forming Alliances with Partners 

Alliances “involve agreements between two or more organizations 
to pursue joint objectives through a coordination of activities or 
sharing of knowledge or resources” (Scott and Davis 2007, 206-7). 
Defined broadly, alliances are similar to what Williamson (1975) 
refers to as “hybrid governance,” which constitutes the entire range 
of formal and informal governance solutions between markets and 
hierarchies. Compared to other strategies, alliances are less con- 
straining and require lower levels of coordination than mergers or 
acquisitions but require more than co-optation strategies. Unlike 
mergers, alliances provide only a partial absorption of interde- 
pendencies, which allows affiliated organizations to maintain more 
organizational autonomy. 


In the public sector, hybrid governance may include partnerships, 
service delivery networks, and the most common form, long-term 
contracting relationships with private suppliers. Most contracts (in 
terms of number) resemble relatively simple market-like transac- 
tions for the purchase of goods. Yet government also enters into 


complicated service delivery arrangements in which an ongoing, 
long-term relationship is the expectation (Cooper 2003). These 
contractual arrangements receive considerable attention in the 
literature because they tend to be relatively large (in terms of dollar 
amounts) and require a great deal more coordination than simple 
purchasing. Contracts for many social services and for those services 
previously deemed inherently governmental (e.g., negotiating leases, 
monitoring other contractors) may lack the requisite competition 
for effective market governance (Van Slyke 2003). Making matters 
worse, long-term contracting may impede the government’ ability 
to provide the service directly over time, thus leaving it vulnerable 
to dependence. As Cooper notes, “When that point of dependency 
is reached, the relationship between government and its for-profit 
or nonprofit service providers becomes more like a set of alliances 
in which government needs its contractors as much as they need 
the state” (2003, 59). In such cases, public managers must develop 
strategies for maintaining effective relationships and coordinating 
complex activities (Bertelli and Smith 2010). Given these charac- 
teristics, we view long-term contracting as an important type of 
alliance (based on the foregoing definition). 


Evidence of Alliances in the Public and Nonprofit Sectors 
According to the RD perspective, alliances are more typical than 
mergers because they offer flexibility; an organization’s need for par- 
ticular resources may only be temporary, and contractual agreements 
can be designed to bind the organizations together “just enough” to 
satisfy short-term needs. They can be established and terminated as 
needed and with more ease than a merger. Contracts entail par- 

tial absorption of one organization by another, and anything less 
than gaining full control also has a downside. With organizational 
autonomy comes a level of discretion to act in ways that are not nec- 
essarily mutually beneficial to the organizations involved. Therefore, 
the organization choosing this strategy must carefully design the 
agreement to mitigate principal—agent problems. 


Research on Alliances 

Although not as common as transaction cost economics, RD is fre- 
quently employed in research predicting alliance activity (Barringer 
and Harrison 2000; Oliver 1990). In general, the main tenets of 
RD suggest alliances, or contracts more specifically, are more likely 
when power is balanced, for example, when organizations are similar 
in size or when there are many potential suppliers for a service or 
product. Contracting is more likely when there is trust between 
the parties, as trust makes dependence more palatable (Rundquist 
2007). Moreover, partners prefer to renew contracts with familiar 
partners, and thus repeated transactions act as a means to stabilize 
exchanges while minimizing risk that one partner will exploit a 
power advantage. 


The seminal works in RD and the recent literature reviews sug- 

gest that RD’s key ideas find support in research applications. For 
example, Pfeffer and Salancik (2003) cite a number of early studies, 
including one by Pate (1969) and another by Boyle (1968), finding 
that joint ventures are likely between buyers and sellers. Pfeffer and 
Salancik also cite an early study by Pfeffer and Nowak (1976) as 
consistent with the hypothesis that resource uncertainty motivates 
joint ventures (Pfeffer and Salancik 1978). A 1987 study by Stearns, 
Hoffman, and Heide includes similar support for alliances, finding 
that the strategy is frequently used to gain access to resources. 
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More recent studies substantiate the role of trust in interorganiza- 
tional strategies, both as an outcome and as a predictor. For example, 
Inkpen and Beamish (1997) show that alliances can increase trust 

in partners, whereas Ren, Gray, and Kim (2009) find that trust and 
commitment are key factors in determining the success of joint ven- 
tures. Similarly, Inkpen and Tsang (2007) find that alliances facilitate 
learning, particularly when partners have complementary rather than 
competitive strengths (Ahuja, Lampert, and Tandon 2008) and when 
supported by relational norms (Hillebrand and Biemans 2003). 


The benefits of alliances are apparent. Organizations can save on 
costs, increase organizational learning, provide a sense of com- 
munity, and diffuse risk. Yet there are certainly risks associated 
with intersectoral alliances, including mission drift, loss of public 
accountability, and increased difficulty measuring performance. 
Many problems are exacerbated by the increasingly interdependent 
nature of contemporary governance. In her study of contractual 
relationships between state agencies in New York and nonprofit 
service providers, Saidel finds that near-symmetrical dependence 
exists between the organizations; the government agencies are no 
longer in a position to provide the service directly, and the nonprofit 
organizations are almost entirely reliant on government funding. 
This can put both organizations in a precarious position, as “some 
autonomy is necessarily lost by both parties in an interdependent 


relationship” (1991, 551). 


In evaluating the support that RD claims with respect to alliances, a 
few caveats are in order. First, given the broad and inconsistent use 
of the term “alliance,” we are unable to fully ascertain the level of 
consistency across findings. Also, while some strategies appear simi- 
lar on the surface, including joint ventures, contracts, franchises, 
consortia, they may be distinct enough to warrant different treat- 
ment, in terms of predicting both drivers and outcomes. A proper 
evaluation of RD’s claims requires more attention to construct valid- 
ity and reliability as well as distinctions among strategies. 


Lessons for Practitioners 

Several key ideas found in RD are valuable and can be usefully 
applied by public and nonprofit managers considering alliances 
across organizations, including lessons that are specific to govern- 
ment contracting. Given the broad approach that we have taken to 
defining alliances, we first present a couple of preliminary tips from 
RD on deciding among the different types of alliances. 


e The terms of the relationship can be as important as whether 
the deal is labeled as a formal or informal agreement, contract, 
joint venture, franchise agreement, collaboration, or other 
type. The RD literature suggests that mergers are less onerous 
or binding than contracts; yet public sector contracts can also 
bind parties to a long-term relationship that is very entangling 
This is a main lesson in RD (Pfeffer and Salancik 1978). Thus, 
a manager applying the principles of RD should be aware of 
the extent to which specific contract terms (length, flexibility, 
termination, etc.) can shift authority and reduce autonomy. 

e In the language of RD, “environmental adaptions either focus 
control of others or can be used to obtain control” (Pfeffer and 
Salancik 2003, 109). Thus, managers should consider how the 
contemplated alliances, contracts, or agreements will affect the 
balance of power and control. 
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e The importance of the resource is a key consideration in de- 
termining the preferable type of contract. For example, if the 
relationship is critical to the operation of an important pro- 
gram, a formal contract may be the preferable option (Pfeffer 
and Salancik 2003, 46—47). However, less formal collabora- 
tions may be preferable if the relationship is not as consequen- 
tial for the operation of a key program or the delivery of a key 
service. 

e Many partners are better than one partner. Avoid sole sourcing. 
RD appropriately emphasizes the downside of sole sourcing, as 
it constitutes a direct pathway to dependence. While there may 
be instances in which a sole-source contract is appropriate— 
and certainly the Federal Acquisitions Regulation allows for 
sole-source contracts—the prevalence of sole sourcing appears 
to be more widespread than necessary (Pfeffer and Salancik 
2003, 109-18; Shane and Nixon 2007). By extension, public 
managers should be cognizant of the risks associated with 
many recent large-scale public—private partnerships, such as 
agreements with several U.S. jurisdictions for parking meters, 
roads, skyways, and parking garages. Large-scale public—private 
partnerships are a growing phenomenon, especially in jurisdic- 
tions in financial crisis. Cities and states often unnecessarily 
choose to partner with large consortia of private and nonprofit 
entities instead of reducing the scope of the alliance to attract 
multiple smaller-scale partners. 


Various steps can be taken to ensure that there are multiple sources 
from which to obtain needed resources: 


e Be aware of market characteristics, including numbers and lo- 
cations of potential suppliers, before entering into agreements. 

e Award multiple contracts for one service if possible. 

e Encourage competition through the bidding process. 

e Be open to the full range of service delivery options, utiliz- 
ing combinations of for-profit, nonprofit, and governmental 
partners, networks of providers, and hybrid arrangements. For 
public sector contracts, managers should also be open to allow- 
ing public employees to bid on contracts. 


Co-opting 

Co-optation, viewed as an RD strategy, can be effective in reducing 
dependence but also requires less coordination than mergers. Pfeffer 
and Salancik describe co-optation as “a situation in which a person 
or a set of persons, is appointed to board of directors, advisory 
committee, policy making or influencing group, or some other 
organizational body that has a least the appearance of making or 
influencing decisions” (1978, 162). By incorporating external actors 
in an advisory or decision-making role, co-optation functions as a 
bridging mechanism that managers employ to reduce dependence, 
acquire critical resources, and coordinate actions with independent 
entities from the environment (Provan 1980). 


Evidence of Co-opting in the Public and Nonprofit Sectors 
Selznick’s (1949) analysis of the Tennessee Valley Authority (TVA) 
is the most widely recognized example of co-optation from the lit- 
erature. As a government corporation established during the New 
Deal era, the TVA initiated economic development programs and 
provided electricity to communities along the Tennessee River. In 
order to gain support from important external actors in the region, 


the TVA co-opted influential individuals from the environment 
and integrated them into the decision-making and leadership 
structures—particularly those individuals initially hostile to the 
TVA. By neutralizing external hostility through co-optation, the 
TVA bolstered its viability and legitimacy. Despite these seem- 
ingly positive outcomes, co-optation also led to decreases in the 
TVA’s organizational autonomy, as many of the co-opted entities 
possessed narrow and somewhat insular goals that did not always 
align with the TVA’s original mission. Other more subtle forms of 
co-opting are also common in government. For example, agen- 
cies often involve potential market suppliers in the initial stages of 
the procurement process. As a result, government obtains valu- 
able information about service and pricing. This knowledge can 
have an important payoff for government in reducing resource 
uncertainty. 


The prevalence of co-opting in the nonprofit world is evidenced 

by extensive treatment of the subject in the literature. Nonprofits 
frequently add board members to gain access to additional sources 
of funding and donations, obtain valuable advice, and increase 
legitimacy (Galaskiewicz and Bielefeld 1998; Gronbjerg 1993; 
Smith and Lipsky 1993). Conceptually, co-opting external entities 
to improve an organization’s position in the environment takes two 
primary forms. Interlocking boards can reduce dependence and/ 

or improve administrative expertise (Mizruchi 1996) by appointing 
board members who are well connected with other organizations in 
the environment. Organizations can also employ horizontal forms 
of co-opting by facilitating coordination across organizations in 
uncertain environments. We give an overview of both strategies and 
their treatment in the literature. 


Research on Co-opting 

Interlocking boards. Research suggests that interlocking ties 
(directors appointed to multiple boards) influence interdependence 
within and across industries, as boards of directors constitute an 
important pathway for absorbing environmental uncertainty into an 
organization (Boyd 1990; Middleton 1987). Specifically, boards are 
important providers of resources such as advice and counsel, 
communication and information, and legitimacy (Hillman 2005). 
Strategic decisions about a board’s structure can improve the 
organization's position relative to other organizations within the 
environment. Notes Pfeffer, “Board size and composition are not 
random or independent factors, but are, rather, rational organization 
responses to the conditions of the external environment” (1972, 
226). Interlocking directorates or large boards are especially 
important when uncertainty is high. In such environments, the 
ratio of outside directors is thought to increase with greater 
interdependence and competition. 


The external political environment also affects the willingness of 
organizations to co-opt influential board members. In terms of 
strategy, managers may try to reduce environmental uncertainty 
and interdependence by influencing government decision mak- 

ing. In particular, organizations use board members to help shape 
regulation that aligns well with an organization's interests (Hillman, 
Withers, and Collins 2009). RD theory predicts that organizations 
more directly affected by government action (i.e., regulation) are 
more likely to appoint board members possessing political access 
(Lang and Lockhart 1990). Such individuals can provide unique 


information about the public policy process and open channels of 
communication with politicians, bureaucrats, or other political deci- 
sion makers (Hillman 2005). 


Research on interlocking directorates in nonprofit organizations 

is extensive. In some ways, nonprofits rely on interlocking boards 
more than for-profit firms because of the comparatively fewer 

legal constraints restricting such relationships (Guo 2007). While 
nonprofits frequently link with other nonprofits and for-profit firms 
through interlocking boards, board members with public sector 
affiliations are increasingly important, particularly for nonprofits 
providing social services. In his study of nonprofits in New York 
State, Van Slyke (2003) finds that when future funding is in jeop- 
ardy, board members rely on contacts with public sector officials 

to restore funding. Similarly, in her study of the financial health of 
community organizations in Chicago, Gronbjerg (1993) finds that 
more than half of the nonprofits in her study were seeking board 
members with government affiliations in order to obtain additional 
government funding. 


Horizontal coordination in uncertain environments. When 
faced with financial uncertainty, government relies on business and 
individuals for taxes, financial contributions, and information 
about constituent preferences. Similarly, nonprofits rely on public 
support, private contributions, and commercial activity to remain 
solvent. At the same time, government and nonprofits exhibit 
increasing levels of interdependence (Galaskiewicz and Bielefeld 


1998; Gazley 2008). 


The nonprofit sector relies on government funding in situations in 
which voluntary failure is likely otherwise, whereas governments 
rely on mission-driven nonprofit organizations to provide important 
social services beyond government’s expertise. This symbiotic rela- 
tionship requires horizontal coordination, which, in turn, increases 
the likelihood of interdependence. In some cases government 
encourages or even mandates that nonprofit organizations adopt co- 
opting mechanisms such as joint board memberships, liaison roles, 
and interorganizational brokers in order to reduce uncertainty and 
increase legitimacy (Galaskiewicz and Bielefeld 1998). 


Government—nonprofit interdependence results from other, more 
traditional forms of interaction as well. Government contracting for 
social services, for example, is a primary point of contact between 
government and nonprofit organizations (Garrow 2010; Gazley 
2008; Smith and Lipsky 1993). Indeed, when government lacks the 
requisite information to effectively solicit, negotiate, and moni- 

tor services adequately, it may rely on contractors to fill the void 
(Frumkin 2002). Including contractors in the initial (i.e., presolici- 
tation phase) design of the scope of work and/or when planning the 
work schedule allows the government to engage in a subtle form of 
co-optation (see Cooper 2003). Co-opting potential market suppli- 
ers in the initial stages of the procurement process provides the gov- 
ernment with valuable information about service and thus reduces 
its dependence in the long run by mitigating current and future 
uncertainty. In the language of RD, co-opting suppliers in the near 
term may improve the government's position (i.e., less dependence) 
in a future alliance. Thus, co-optation can act as a bridging strat- 
egy for subsequent strategy such as partnering and aligning, which 
require more complex coordination. 
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Co-opting, like merging, is not without consequences. While 
resource payoffs and enhanced legitimacy may render co-optation a 
rational managerial strategy, the associated costs can have a negative 
impact on the organization. For example, nonprofit organizations 
co-opting influential board members with public sector connec- 
tions tend to become more dependent on government funding and 
less autonomous. Frumkin (2002) describes this phenomenon as 
“vendorism,” while Brooks (2000) refers to it as the “subsidy trap.” 
In these situations, nonprofits become so beholden to government 
grants and contracts that they eventually experience mission drift 
and/or fundamental changes in operations (Bernstein 1991). For 
instance, adding board members with linkages to public agencies 
may eventually crowd out board members with mission expertise 


(Guo 2007). 


Lessons for Practitioners 
The RD literature offers several pointers for 


is accessible to busy researchers and practitioners. We described 
three strategies commonly observed in contemporary governance: 
merging, outsourcing (more broadly considered under the heading 
alliances), and co-opting. We reviewed the empirical research on 
each strategy and distilled the literature into some broad lessons for 
managers. 


We touched on a few points in the body of the article that we 
believe are worth revisiting. We do not claim that RD is better 

than transaction cost economics or any other theory at predicting 
different organizational outcomes or prescribing which strategy is 
best under which circumstances. However, we believe the time is 
ripe to revisit the theory and its principles: RD assumptions and 
foci are consistent with the current fiscal landscape; RD suggests 
that resource scarcity (not efficiency) motivates organizational action 
(Leblebici et al. 1991; Pfeffer and Salancik 1978); and RD assumes 


that managers have an important role in 


considering the co-optation as a strategy. 


e Co-opting can be an effective strategy for 
increasing support for an organization or 
adding skills to an organization, whether 
technical, financial, or decision making, 
without incurring steep labor costs (Pfef- 
fer and Salancik 2003, 163). 

e Co-opting is a subtle attempt to reduce 
dependence and thereby increase power. 


Resource dependence allows 
for analysis beyond dyadic 
exchanges and/or transac- 

tional attributes to highlight 
power dynamics within the 

networks of organizations that 
are common to contemporary 
governance. 


developing strategies to access resources and 
control resource dependencies. Yet there is 
also an implicit, if not explicit, recognition 
that organizations can also be constrained (or 
enabled) by the wider social context in which 
they operate. Thus, RD allows for analysis 
beyond dyadic exchanges and/or transactional 
attributes to highlight power dynamics within 
the networks of organizations that are com- 
mon to contemporary governance. 


Pfeffer (1981) reminds us that power 
is most effectively exercised unobtrusively. The strategy is less 
overt than other political maneuvers and, thus, not as likely to 
be challenged or viewed as divisive. 

e Co-opting can be an attractive strategy for actively building 
coalitions (Heimovics, Herman, and Jurkiewicz 1993). Thus, 
the decision to invite representatives onto a decision-making 
board should be based on matching needed connections to the 
connections of the representatives. 

e It may not be enough to simply appoint board members with 
important interlocking links to the environment. Engaging the 
board of directors in ways that encourage participation—an- 
nual retreats, planning, committee involvement, and strategic 
fund-raising—will likely reduce the organization’s vulnerability 


(Gamson 1968; Pfeffer and Salancik 2003, 163). 
The literature also warns of the possible downsides of the strategy: 


e Adding board members from other sectors may change the 
organizational culture, for example, by pulling the organization 
toward market-based approaches (Dooley 1969). 

e New board members bring their own perspective, which may 
or may not be aligned with the mission of the organization 
(Pfeffer and Salancik 2003; Selznick 1949, 164). 

e Adding a board member to connect to a particular funding 
source may have implications for the current mission of the 
organization. Satisfying new funders may come at the expense 
of drifting from the current mission. 


Discussion and Conclusion 
In writing this article, we aimed to revisit the main principles of 
resource dependence theory and to explain them in a way that 
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RD also has some limitations, some of which provide opportunities 
for future research. The theory does not tell us which organiza- 
tions will lead their sectors, either by establishing new practices 

to improve their positions or by reorganizing, nor does it tell us 
which organizations will come out ahead. Although its logic is 
appealing and empirical work generally supports the theory’s main 
assumptions and principles, it is often difficult to rule out alterna- 
tive explanations, whether they are efficiency based, ecological or 
institutional. It is also difficult to compare findings across studies, 
especially given the varied conceptualizations of mergers, alliances, 
and other strategies. We believe more precise measures of power 
and dependence would help advance the research. For example, 
many relationships are characterized by bilateral dependence, and 
the question becomes, which party has the upper hand? Recent 
work that considers the effects of different types of dependence on 
contract decisions (e.g., Malatesta and Smith 2011) or measures 
power imbalance in a relationship (Casciaro and Piskorski 2005) is 
a step in the right direction. Likewise, the field could benefit from 
more explicit consideration of networks and network effects on the 
balance of power—dependence in relationships. From the standpoint 
of practice, managers who understand how external relationships 
might affect existing collaborations will have a advantage in strategic 
planning. 


What resource dependence does offer is a different perspective on 
the reasons behind some trends that continue to puzzle many of us 
who research and practice public administration. What motivates 
public managers to outsource? Why are nonprofits considering 
mergers more often than they have in the past? Why do nonprofits 
often add controversial members to their boards? In recent years, we 
have relied most heavily on transaction cost economics to answer 


theses questions, yet we also realize that efficiency-based explana- 
tions do not fully explain the proliferation and complexity of 
organizational relationships. To revisit the observations of Agranoft 
(2012), new patterns of interlocal cooperation continue to emerge, 
and everything appears to be linked to a vertical and horizontal net- 
work. We think these trends are more understandable when viewed 
through an RD lens. For example, why do some managers prefer 
outsourcing, even when it is not likely to result in cost savings? As 
prospect theory tells us, decision makers often give undue weight to 
risk. Thus, it seems plausible that managers are driven by fear associ- 
ated with resource scarcity, especially when cast as extreme budget 
deficits. Viewed this way, we can sway managers away from ill- 
advised partnering if resource needs are not made to sound extreme. 
‘The more manageable the resource needs the more open decision 
makers will be to alternative courses of action. 


RD also provides an opportunity to rethink some of the underap- 
preciated implications and consequences of merging, outsourc- 
ing, and co-opting, as well as other common managerial strategies 
for public and nonprofit managers. From the perspective of RD, 
50-year deals between government and large consortiums to 


distinction between an organization's general environment and its specific envi- 
ronment (the organization’s domain). 

3. Daft (1997) identifies 10 environmental “sectors,” aspects of the general 
environment that influence all organizations: (1) industry, (2) raw materials, 

(3) human resources, (4) financial resources, (5) markets, (6) technology, (7) 
general economy, (8) government/legal, (9) sociocultural, and (10) international. 
Daft’s classification is useful for understanding how an organization's underly- 
ing characteristics (such as ownership or its formal and informal institutions) 
determine the extent to which it experiences environmental turbulence and also 
why managerial responses to environmental shocks differ (1997, 136 et seq.). 

4. The post-September 11 creation of the U.S. Department of Homeland Security, 
for example, constitutes the most diverse merger of federal functions and respon- 
sibilities. Similarly, state governments acted 167 times to consolidate executive 
branch agencies between 1952 and 1992 (Berkman and Reenock 2004). The 
phenomenon also occurs at the local level of government, for example, in the 
form of city—county consolidations (see Feiock and Carr 2000; Leland and 
Thurmaier 2005; Meier 1980; Rosenbaum and Kammerer 1974). 
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